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Cm July Z'i Ambassador * urbrew succeeded in bfrihging out iaafy of the rumors 
’ ^Sand allegations of illegal business activities by tho Can Lao Party in the course 
^ in? a frank discussion with President Diem°e brother and political achdUiOr Hgo dioh 

The Airibaasadar used the Cologrcve articles as a pretext to open up the subject 
jOf the Can Lao 0 Heretofore the Fmbaecy had had no legitimate reason to bring up 
l^fthe Party* s activities except in connection with the undor-involcing «P cassia 0 

k Ife% ’Khu was remarkably frank in discussing tho question and gave the Ambassador 
. * A fr plausible story. 
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In the absence of a great deal more information it is impossible to evaluate 
ir, Shu* 8 explanation. however, on the basis of the Infcmatios wo do haveflhe <~- 
, \ imbassy is inclined to accept his statements as explaining in part the general 
activations of the ifcrty since many of the business activities in cpestlGn are un» 
ioubtedly •illegal" by normal business standards c . Cm the other hand, the opporw 
W ted.® of tbs furiy s if practiced mainly for the gcod of tho country j, could well 
x; prove to have been the best c curse© Thus the only way to Judge the Party 9 s activi**. 
^ ties Is to watch their development and remain continuously alert to any indications* 
Nj of serious diversions of funds into personal hoXdln/s 0 l At this stage in '*/iet=Tan 9 s 
N development illegal practices must be Judged by their degree and extent s with 
frequent backward glances at the state of affairs pre^tem^ in order to keep from 
being distracted by our own moral Judgments© 
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Memorandum of Coaveraaticn 

Participants 8 Mr, Sg® diah Hha# Adviser and brother to 
the President of V±et-H*mg 


Dates 


Ambassador Durbrow® 
July ZZ S 1959 , 


I opened, the conversation by referring to the Colegrove articles# about 
which Hhu had heard but as yet not la detail, I described in general the tenor 
of the articles# stating that most of the accusations are fantastic and sons of 
the 'statements do not involve United States aid but alleged irraguiLarities in the 
6VH® X added as is always the case in such matters there is a grain of truth to 
many things Colegrove wrote about# although most are twisted out of context* I 
told Jtyu X recalled certain passages which involved the GVH# himself# his wife 
and thi President# as well as other GVN officials, I stated# for instance# that 
C olejgrfr# alleged that at considerable expense t® the United States a radio room 
was built in one of the bedrooms of the Palace# so that the President could 
broadcast to the nation# but that it had never been used and was near his (Mr, Mhu fl s) 
office], He made no comment® I then stated that Colegrove had alleged that a 
certain Major Gnu# who until two or three years ago was the head of Radio Vlet-Maa# 
had absconded with a considerable amount of funds which Colegrove indicated were 
United! States aid funds, I described in a few words the allegations about the 
taxi dancers hired by Mr, Cuu as entertainers and announcers for Radio Viet°!Sam 0 
I stated that based on my investigations it appeared that Mr, Colegrove# although 
he had j not so stated in his articles# had considerable alleged information about 
the "illegal" business activities of the Can Lao Party*, 1 added that unfortunately 
tor a long time there were many reports and rumors dealing with thin same subject 
which# whether true or not# would cause a considerable less of prestige to the GVH 
if thef should be published, I continued by stating that these rumors alleged 
that ad one could start a business here# foreigners or Vietnamese# unless they 
paid considerable sums to the Can Lao Party® In other cases it is contended that 
if soshiuaa tries to start a business here the Party tries to take ever control, I 
then referred to the cassia shipments to the United States and outlined in some 
detail! the bad impression that under-invoicing had caused in official circles in 
the United States, X added that unfortunately a large number of businessmen here 
and im the States were cognisant of this under-invoicing# and I pointed out that 
©as of I the principal concerns on the part of the United States officials was that 
apparently the extra profits gained from the under-invoicing# as well as the regu- 
lar profits# did not revert to the benefit of the Vietnamese national economy as 
gt whole® (to the other hand# it appeared that all the money earned from these 
actions west to isattviduals 0 

Hhu took up frerat there and talked for over half an hour to explain why Ihe 
Party# with the government's concurrence# had been given special benefits to 
engage in the export of cassia® Biis was done solely for the purpose of b uilding 
up this trade and inducing people to take the risk* involved# both physical and 
financial# in order to re-establish the Vietnamese cassia industry. He poinlied 
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_ TOt thai tbs sassto trees were located in the hie* .ummto&n ***»£ J*J ? wrt SS M _ 
Viefcrfflsa, where the montagnarda have been infiltrated by the i_ f®|° 
for# the soHeetioB of cassia bark is very dangereeaa and the hamsters of 

physical risks to entering the area. Furthermore, sime 

bS ha/SS taken off, the tree dies, it was ~Z***»J^ 
enough profit to the entrepreneurs to permit them to carry cut the government # 
or<te5 that for each cassia tree stripped at least one other 
He stated that for the reasons given it- was essential to give 
dating the early stages of the development of the industry, but now • -**« 

w f t ^V“ “ StSZ ^ vSlLJUd that tha cassia toads 
f™"* rf,2 tS Cat lai Party asd added that because they am 

abdicated nationalistic group they sere uilliag to take Jf^™*beenviUlng 
financial risks involved, while private entrepreneurs would not have been willtog 

to take these risks 0 Nhu then went into a long exp lanation ©* *«» JSftoitaiiM 
the ^cwserctol section of the Cain Lao Party* were t*2 d® 

if the Party liad not been able to make considerable profits trm the cassia tracts 

and other coaraercial ventures which were qh-tto i . pr ° ;?i S« ’atlunars carticulairly 

po ^ 1 L t ?i5\E d ? 

SK ««* t f- ^ oparatlons her. to 

pay d®Uar salaries to the foreign crews operating the boat**. 

He then explained that unfortunately to newly detetoped XjJ* 

did not understand the long-range advantages of setting up ^^^le tod^ irle*,, 
Si .tetodL • that the people to these countries have not been permitted to have any 
business or managerial training and were only familiar with quick turn-over ope a- 
tlm such as biding land, building house* and * h “ 

It was for these reasons that the government has to take the lead to estahJtonxng 
2£L£ ^profitable brad., by Imating 

tha gm&gTm&n% does not hav$ too ranch capital- it he. billing 

d««dicat@d group of the Can La© Party and the members of the MM, who are willing 
IhfS™ and mdcs the aacriflca to help build up **~*r-. «*%£*• 
to very little free capital to the country, the government is forwd 
nrivitosm to the Can too Party and the KRM members to make fairly high^prtifit® 
Initially to order to get the necessary capital to tovewt in the mm enterpriweSo 
to «lS»d that now that it is becomtog well-known to^elHam one 
profitable enterprises through the HEM, more people are joiutng the Pax^ty, even 
those from the opposition. Nhu said that this wan an encouraging fact and h# 
added that even many newly-naturalised Chinese are 3®^»tog he ay ^ 
be to a position to invest to Party-sponsored enterprise®. W* 

the government naturally hoped for some foreign invee tot, ^stoprimip^-. con 
'mm to a Vietnamese entrepreneur cl mB icho w«ad understand m* 

intrKaut*. of capital f ?™ Uon h “i!? : ^ tto^Srt.’^iirt *USSSGSAi 

tha cuuatey. Ha raitauat«d s thay „uuM s in tha 

which the government has t/the public o®ee the public became 

not to© distant future, sell their shax«® F long-term incomes. In 

— \r ^Sr2”hrc*tSd c ^ iz s aSr£»^? «*** *- , 

L - that it ufwiy -developed 

fflbcRBT - UMiraa j;i. 
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it is essential t® develop as large a base as possible . 

who era willing to work far and with the government la order to build up s solid l 
econccy for the future© He pointed out that there are i»^Jietnaa»se •ag**® ”* 1 * 
other professionals and technicians who work for comparatively lw ” 

for the government when they eo^ld earn twice as m&i 

'^more^wwtog f or Shell* Stamrac or other private 
ernment hopes to raise the salaries of these P«ople a» «®f4 

triads &r# mskLug sufficient profit#* the government had tcf count on the pecuniary 
sacrifices of these devoted persons in order to make progress la the economic 

fields I 

1 told Nha that his explanation of thecommercial w “* 

very interesting* and I hoped that they would be helpful ^ 
e-ouatey® I added* however* that unfortunately for a long ttfine we had been re 

esivtog reports mat gave quite a different P 10 tu ^® of » y ^ort* - => 

reiterated that we had heard—and foreign correspondents heard 

true or not. that the Party was trying to monopolize all business and industry 

to the country* 1 pointed out that if this iaqrassion Pf ***** *• . 

Impossible to attract any foreign capital to Viet-Sam and tg» 

already enjeyed by the m aa a goveroroent trying to gain its economic indepand. 

ease as soon as possible with American aid would be loot* 1 

Congress question the advisability (if giving additional aid to Vietnam but any 

prospective investors would bypass Viet-Ham® | 

mi replied that these reports ware put out primarily the 

oppositions the Communists and other opposition elements, jlccarc^ag to Hhu 5 ttte 
Dai Viet and other opposition parties except the Casmunistg 

any a«w« of the word. They are composed of a few score of divgruntled perswut 
who have a© appeal to the people* have no backing among the population and who 
believe by unobjective criticism of the government they eangato d p **° 

,«rOy from foreign sources^rench* American or others, m *f c ? n ! 1 ?f “ 
^espondents such as Cole grove and others are sought out by the jjl ***** 
Communists and other opposition elements and fed erroneous tofonnation i» the 
hope that they can gain prestige and publicity from these sburces sad perhaps 
eventually gain enough backing to overthrew the regime and take control© 

He then out line d how he had operated himself under the Bao Dai regime to 
set up his party* together with its newspaper* which although to opposition to 
the government was never suppressed; He claimed that he was most careful not to 
criticise the entire regime but to make only objective erdttoisras when _ 

©rameafe deserved it. and to praise them when they were doing s one thing tdT ® 

for the country® Nhu claimed he had recently called in opposition leaders ana 
advised them to operate to the same way® He pointed out that the Communists had 
1 earned this trick to which they never criticized an entire government* or m 
entire people but picked and chose among the leaders who are subject to critical 
propaganda blasts and praised others in the government who allegedly do not see 
eye to eye with the "misguided" hadere© [ 
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